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Producers  88  (4-S9)  —  Paid  Up 
With  640  Acres  Pooling  Provision 


PAID  UP  OIL  AND  GAS  LEASE 
(No  Surface  Use) 

THIS  LEASE  AGREEMENT  is  made  this  3rd  Day  of  July,  2008,  by  and  between  J.C.  Pace  Jr..  dealing  in  his  sole  and  separate  property  as  Lessor 
whether  one  or  more),  whose  address  is  420  Throckmorton,  Suile  710,  Fort  Worth,  TX  76102,  and  FOUR  SEVENS  ENERGY  CO.,  LLC.  201  Main  Str^t.  Suite 
„455,  Fort  Worth,  Texas  76102,  as  Lessee.  All  printed  portions  of  this  lease  were  prepared  by  the  party  hereinabove  named  as  Lessee  but  all  other  provisions 
(including  the  completion  of  blank  spaces)  were  prepared  jointly  by  Lessor  and  Lessee. 

mi  ■  a  \  consideration  of  a  cash  bonus  in  hand  paid  and  the  covenants  herein  contained,  Lessor  hereby  grants,  leases  and  lets  exclusively  to  Lessee  the 
following  described  land,  hereinafter  called  leased  premises: 


SEE  EXHIBIT  "A"  ATTACHED  HERETO  AND  MADE  PART  OF 


in  the  county  of  TARRANT,  State  of  TEXAS,  containing  0.669  gross  acres,  more  or  less  (including  any  interests  therein  which  Lessor  may  hereafter  acquire  bv 
h^L^T0"  0F  T*T^  -  Impose.  «f  fPtoring  developing,  producing  and  marketing  oil  and  gas,  along  with  all  hydrocarbon  and  nan 
^^^^^^  n  therewith  geophysical/seismic  operations).  The  term  "gas"  as  used  herein  includes  helium,  carbon  dioxide 

™l  !!nT        T  e"  *  P«-  In  additlon  t0  the  above-described  leased  premises,  this  lease  also  covers  accretions  and  an^  small  strips  or 

parcels  of  land  now  or  hereafter  owned  by  Lessor  wh.ch  are  contiguous  or  adjacent  to  the  above-described  leased  premises,  and,  in  consideration  of  the  aforementioned 
SftWn^f  Brt7Jf  -  T*  *  f  S  ^UeSt  any  additi0na3  OT  suPPlemwial  instruments  for  a  more  complete  or  accurate  description  of  the  land  so  covered. 
oHess  determining  the  amount  of  any  shut-in  royalt.es  hereunder,  the  number  of  gross  acres  above  specified  shall  be  deemed  correct,  whether  actually  more 

„r  *  ™S  lease'  wi!ich  *  a  "Paid-"P"  1««  requiring  no  rentals,  shall  be  in  force  for  a  primary  term  of  Three  (3  Wears  from  the  date  hereof,  and  for  as  long 
thereafter  as  oil  or  gas  or  other  substances  covered  hereby  are  produced  in  paying  quantities  from  the  leased  premises  or  from  lands  pooled  therewith  or  this  te  a  e  if 
otherwise  maintained  in  effect  pursuant  to  the  provisions  hereof.  ^       mcicwim  or  mis  itase  is 

3.  Royalties  cm  oil,  gas  and  other  substances  produced  and  saved  hereunder  shall  be  paid  by  Lessee  to  Lessor  as  follows-  (a)  For  oil  and  other  liouid 
atlTw^eLT?  ,      ^"J-  ™m<*>  *e  M  1*  Twentv-fivePcrcentfl^/,)  of  such  production,  to  be  delive^d     LesL?  Z^Zr 

at  the  wellhead  or  to  Lessor  s  credit  at  the  o.l  purchaser's  transportation  facilities,  provided  that  Lessee  shall  have  the  continuing  right  to  purchase  such  production  a 
the  wellhead  market  pnee  then  prevailing  in  the  same  field  (or  if  ttere  is  no  such  price  then  prevailing  in  the  same  field,  then  in  the  nearest  SS^hS  .h«  taSi" 

'   "ty-flve  Fcrc-T J2?'")  of  ^  procceds  reaI,zed  b?  Lessee  torn  the  sale  thereof,  less  a  proportionate  pan  of  ad  valorem  taxes  and  production  severance  or  other 

comZZl  IZ^t^Zl     r  If  n0  thCn  FCVailmS  in      satne  fidd'        in  11,6  nearest  M  in  which  *«*  is  ««h  a  prevailing  price)  pursuan  to 

ofT^™  "tT  ,  *  T  °n  Same  °r  nCareSt  Pr£Ceding  daK  35  the  ^  00  wh,'ch  Ussee  commences  its  purchases  hereunder;  and  (c)  ifTth Id 
subsl^TX SV*  h  y-         ereafl£r  °nC  °r  ^  W6llS  °n  thC  leaSCd  premis£S  <*  lands  P°°,ed  are  capable  of  either  producing  oil  S  gas  or  oS 


cessation  of  all  production.  If  at  the  end  of  the  primary  term,  or  at  any  time  thereafter,  this  lease  is  not  otherwise  being  maintained  in  force  but  Lessee  is  then  engaged 
m  drilling,  reworking  or  any  other  operations  reasonably  calculated  to  obtain  or  restore  production  therefrom,  this  lease  shall  remain  in  force  so  long  as  any  one  or  more 
of  such  operations  are  prosecuted  with  no  cessation  of  more  than  90  consecutive  days,  and  if  any  such  operations  result  in  the  production  of  oil  or  gas  or  other 
substances  covered  hereby,  as  long  thereafter  as  there  is  production  in  paying  quantities  from  the  leased  premises  or  lands  pooled  therewith.  After  completion  of  a  well 
capable  of  producing  in  paying  quantities  hereunder,  Lessee  shall  drill  such  additional  wells  on  the  leased  premises  or  lands  pooled  therewith  as  a  reasonably  prudent 
operator  would  dnll  under  the  same  or  similar  circumstances  to  (a)  develop  the  leased  premises  as  to  formations  then  capable  of  producing  in  paying  quantities  on  the 
leased  premises  or  lands  pooled  therewith,  or  fb)  to  protect  the  leased  premises  from  uncompensated  drainage  by  any  well  or  wells  located  on  other  lands  not  pooled 
therewith.  There  shall  be  no  covenant  to  drill  exploratory  wells  or  any  additional  wells  except  as  expressly  provided  herein. 

6.  Lessee  shall  have  the  right  but  not  the  obligation  to  pool  all  or  any  part  of  the  leased  premises  or  interest  therein  with  any  other  lands  or  interests  as  to 
any  or  atl  depths  or  zones,  and  as  to  any  or  all  substances  covered  by  this  lease,  either  before  or  after  the  commencement  of  production,  whenever  Lessee  deems  it 
necessary  or  proper  to  do  so  m  order  to  prudently  develop  or  operate  the  leased  premises,  whether  or  not  similar  pooling  authority  exists  with  respect  to  such  other  lands 
or  interests.  The  unit  formed  by  such  pooling  for  an  oil  well  which  is  not  a  horizontal  completion  shall  not  exceed  80  acres  plus  a  maximum  acreage  tolerance  of  10% 
and  for  a  gas  well  or  a  horizontal  completion  shall  not  exceed  640  acres  plus  a  maximum  acreage  tolerance  of  1 0%;.provided  that  a  larger  unit  may  be  formed  for  an  oi  I 
well  or  gas  well  or  horizontal  completion  to  conform  to  any  well  spacing  or  density  pattern  that  may  be  prescribed  or  permitted  by  any  governmental  authority  having 
jurisdiction +to  do  so.  For  the  purpose  of  the  foregoing,  the  terms  "oil  well"  and  "gas  well"  shall  have  the  meanings  prescribed  by  applicable  law  or  the  appropriate 
governmental  authority,  or,  if  no  definition  is  so  prescribed,  "oil  well"  means  a  well  with  an  initial  gas-oil  ratio  of  less  than  100,000  cubic  feet  per  barrel  and  -gas  well" 

^^T!  Sei*f  °r  .^J0;  or  "WVticnx  testing  equipment;  and  the  term  "horizontal  completion"  means  an  oil  well  in  which  the  horizontal  component  of  the 
'^V"  £       °r  etlUlvalen;t  «?tm*  equipment;  and  the  term  "horizontal  completion"  means  an  oil  well  in  which  the  horizontal  component  of  the 
\  T  T^0"  the  VCTtICal  Component  thereof'  ln  exercising  its  pooling  rights  hereunder.  Lessee  shall  file  of  record  a  written 

declaration  describing  the  unit  and  stating  the  effective  date  of  pooling.  Production,  drilling  or  reworking  operations  anywhere  on  a  unit  which  includes  all  or  an™ 
oi  the  leased  premises  shall  be  treated  as  if  it  were  production,  drilling  or  reworking  operations  on  the  leased  premises,  except  that  the  production  on  which  Lessors 
royrty  »  calculated  shall  be  that  proportion  of  the  total  unit  production  which  the  net  acreage  covered  by  this  lease  and  irSded  in  theCitbearsto  2  otaT Zl 
ZTu  tZlir^tTll  X  pTOport™  0f  mk  production  is  sold  ^  ^see-  Piling  m  one  or  more  instances  shall  not  exhaust  Lessee's  pooVng 

S™  !i  T  ^  Tng  nShJ  bUt  n0t      0b,lgati°n  10  ^  ^  unit  formed  hereunder  ^  exPa™°"  <*  contraction  or  both,  either  before 

L^tT  ^ ™r  Oftproduct,on;  ,n  order  t0  ccmform  *>  *e  well  sp«*»g  or  density  pattern  prescribed  or  permitted  by  the  governmental  authority  having 
J™f  T  ,'  V  T  T- t0  f y  produ,ct,vc  acrea§e  ^termination  made  by  such  governmental  authority.  In  making  such  a  revision^  Lessee  shall  file  of  record  f 
Z  Z  TZZl eTSed  f lhe/ffeCtiVC       °f  re™-  T°      extentany  portion  of  the  leased  premises  is  inclJLh?^^ 

tlTuS  IZTL**  ProP°rtl0n  °f  ^  pmductl0n  "  ****  ro>*lties  ^  paVable  hereunder  shall  thereafter  be  adjusted  accordingly.  In  the  absence  of 

unit  and  stating  the  date  of  termination.  Pooling  hereunder  shall  not  constitute  a  cross-conveyance  of  interests.  acciaranon  aescnomg  tne 

rtn  nJ-  *f S0L0Wns  less  th2n  *?  fu"  mineral  fx** in  all  or  any  part  of  the  leased  premises,  the  royalties  and  shut-in  royalties  payable  hereunder  for  anv  well 
minS^ 

anH  th.  n<,L  IS  °Ttit}Z  USSOF  °l USSeC  hereunder  ™y  be  ^S™*  devised  or  otherwise  transferred  in  whole  or  in  part,  by  area  and/or  by  depth  or  zone 

and  the  nghts  and  obligations  of  the  parties  hereunder  shall  extend  to  their  respective  heirs,  devisees,  executors,  administrators,  successors  and  assiLs  uTZZ Tn 

^ZZ^flT  J? ^  ^mish^ihe  OT  w  duly  authenticated  copies  of  the  documents  establishing  such  change  of  owShTp  to  the 

leased  premises,  except  water  from  Lessors  wells  or  nonrfc  ^T™i2«77  i  ■  0peratt?ns:  of  cost'  0l1-  S33-  water  and/or  other  substances  produced  on  the 
ancill^  rights'gran^d  herSr! Z^y      toT^u^  *"*  the  leased  premises  or  lands  pooled  therewith,  the 

termination  of  this  lease;  and  (b)  to  any  other  ands  in  which  Sor  noTo^e^SJhl  »  fifT?  \  notwlthstand">8  any  partial  release  or  other  partial 

pooled  therewith.  When  requested  by  Lw£  tawriSft  iS^^l  W^iJ^  ^Lf  *  *T  *f *         ™  **  vtainfty  °fthc  1eased  *T™™  or  ^ 

than  1,000  feet  from  any  house  or  bam  noZn  ttTlS  ordinary  plow  depth  on  cultivated  lands.  No  well  shall  be  located  less 

caused  by  its  operations"  to  Im^  .S^'S^^ZlTl^i  T^^^t^  Z'T^  ^  ""T'  "*  ^  ^  ™  f°T  ^ 
Lessee  shall  have  the  right  at  any  tS*  to  remove!  fixture^  nlnem  iTrmZTZZ  J™     n  ^  ?  Q?mma  Umb(*  and  8«wing  crops  thereon, 

term  of  this  lease  or  within  a  reasonable  time  thereafter  ^'P™™  and  matenals,  including  well  casmg,  from  the  leased  premises  or  such  other  lands  during  the 

govemn^lauS  to  a,  applicable  laws,  rules,  regulations  and  orders  of  any 

When  drilling,  reworking,  production  or  other  opa^^^  „^^I^^i^  ""f?6  VnX*a)*  ^  ^  0ther  substances  covered  "«by. 
equipment,  services,  material,  water,  electricity^  fuel  T^^^Z^^^t^r^  ^  i  *  ^  ^  ™mty  *  °btain  WMSSM3'  permils' 
strike  or  labor  disputes,  or  by  inabiliry  tTSS a ^^^S^S^^^^^'  ^  ^ge,  rebellion,  insurrection,  riot, 

o.er  cause  not  reasonably  .thin  lIsCs  control, 


prevention  or  delay  shall  be  added  to  the  term  hereof.  Lessee  shall  not  be  liable  for  breach  of  any  express  or  implied  covenants  of  this  lease  when 
drilling,  production  or  other  operations  are  so  prevented,  delayed  or  interrupted. 

12.  In  the  event  that  Lessor,  during  the  primary  term  of  this  lease,  receives  a  bona  fide  offer  which  Lessor  is  willing  to  accept  from  any  party 
offering  to  purchase  from  Lessor  a  lease  covering  any  or  all  of  the  substances  covered  by  this  lease  and  covering  all  or  a  portion  of  the  land 
described  herein,  with  the  lease  becoming  effective  upon  expiration  of  this  lease.  Lessor  hereby  agrees  to  notify  Lessee  in  writing  of  said  offer 
immediately,  including  in  the  notice  the  name  and  address  of  the  offeror,  the  price  offered  and  all  other  pertinent  terms  and  conditions  of  the 
offer.  Lessee,  for  a  period  of  fifteen  days  after  receipt  of  the  notice,  shall  have  the  prior  and  preferred  right  and  option  to  purchase  the  lease  or 
part  thereof  or  interest  therein,  covered  by  the  offer  at  the  price  and  according  to  the  terms  and  conditions  specified  in  the  offer. 

13.  No  litigation  shall  be  initiated  by  Lessor  with  respect  to  any  breach  or  default  by  Lessee  hereunder,  for  a  period  of  at  least  90  days  after 
Lessor  has  given  Lessee  written  notice  fully  describing  the  breach  or  default,  and  then  only  if  Lessee  fails  to  remedy  the  breach  or  default,  within 
such  period.  In  the  event  the  matter  is  litigated  and  there  is  a  final  judicial  determination  that  a  breach  or  default  has  occurred,  this  lease  shall  not 
be  forfeited  or  canceled  in  whole  or  in  part  unless  Lessee  is  given  a  reasonable  time  after  said  judicial  determination  to  remedy  the  breach  or 
default  and  Lessee  fails  to  do  so. 

14.  For  the  same  consideration  recited  above.  Lessor  hereby  grants,  assigns  and  conveys  unto  Lessee,  its  successors  and  assigns,  a  perpetual 
subsurface  well  bore  easement  under  and  through  the  leased  premises  for  the  placement  of  well  bores  (along  routes  selected  by  Lessee)  from  oil 
or  gas  wells  the  surface  locations  of  which  are  situated  on  other  tracts  of  land  and  which  are  not  intended  to  develop  the  leased  premises  or  lands 
pooled  therewith  and  from  which  Lessor  shall  have  no  right  to  royalty  or  other  benefit.  Such  subsurface  well  bore  easements  shall  run  with  the 
land  and  survive  any  termination  of  this  lease. 

15.  Lessor  hereby  warrants  and  agrees  to  defend  title  conveyed  to  Lessee  hereunder,  and  agrees  that  Lessee  at  Lessee's  option  may  pay  and 
discharge  any  taxes,  mortgages  or  liens  existing,  levied  or  assessed  on  or  against  the  leased  premises.  If  Lessee  exercises  such  option.  Lessee 
shall  be  subrogated  to  the  rights  of  the  party  to  whom  payment  is  made,  and,  in  addition  to  its  other  rights,  may  reimburse  itself  out  of  any 
royalties  or  shut-n  royalties  otherwise  payable  to  Lessor  hereunder.  In  the  event  Lessee  is  made  aware  of  any  claim  inconsistent  with  Lessors 
title.  Lessee  may  suspend  the  payment  of  royalties  and  shut-in  royalties  hereunder,  without  interest,  until  Lessee  has  been  furnished  satisfactory 
evidence  that  such  claim  has  been  resolved. 

16.  Notwithstanding  anything  contained  to  the  contrary  in  this  lease.  Lessee  shall  not  have  any  rights  to  use  the  surface  of  the  leased 
premises  for  drilling  or  other  operations. 

1 7.  Lessor,  and  their  successors  and  assigns,  hereby  grants  Lessee  an  option  to  extend  the  primary  term  of  this  lease  for  an  additional 
period  of  two  years  from  the  end  of  the  primary  term  by  paying  or  tendering  to  Lessor  prior  to  the  end  of  the  primary  term  a  bonus  consideration 
of  ($20,000.00)  Twenty-Thousand  Dollars  per  net  mineral  acre,  and  same  terms  and  conditions  as  granted  for  this  lease, 


Special  Provisions:  See  Attached  Exhibit  "B"  Attached  Hereto  and  Made  of  Part  Hereof  of  this  Oil  and  Gas  Lease 


DISCLAIMER  OF  REPRESENTATIONS:  Lessor  acknowledges  that  oil  and  gas  lease  payments,  in  the 
form  of  rental,  bonus  and  royalty,  are  market  sensitive  and  may  vary  depending  on  multiple  factors  and 
that  this  Lease  is  the  product  of  good  faith  negotiations.  Lessor  understands  that  these  lease  payments 
and  terms  are  final  and  that  Lessor  entered  into  this  lease  without  duress  or  undue  influence.  Lessor 
recognizes  that  lease  values  could  go  up  or  down  depending  on  market  conditions.  Lessor  acknowledges 
that  no  representations  or  assurances  were  made  in  the  negotiation  of  this  lease  that  Lessor  would  get 
the  highest  price  or  different  terms  depending  on  future  market  conditions.  Neither  party  to  this  lease 
will  seek  to  alter  the  terms  of  this  transaction  based  upon  any  differing  terms  which  Lessee  has  or  may 
negotiate  with  any  other  lessors/oil  and  gas  owners. 


IN  WITNESS  WHEREOF,  this  lease  is  executed  to  be  effective  as  of  the  date  first  written  above,  but  upon  execution  shall  be  binding  on  the 
signatory  and  the  signatory's  heirs,  devisees,  executors,  administrators,  successors  and  assigns,  whether  or  not  this  lease  has  been  executed  by  all 
parties  hereinabove  named  as  Lessor. 


LESSOR  (WHETHER  ONE  OR  MORE) 


Signature: 


Printed  Name:        J.C.  Pace  Jr. 


STATE  OF  TEXAS 

COUNTY  OF  7*L/~tej.^ 


This  instrument  was  acknowledged  before  me  on  the 


^wanaAWMHWOUVtR 

Notary  Public 
STATE  OF  TEXAS 
My  Comm.  Exp.  11/01/2010 


'of: 


ACKNOWLEDGEMENT 


} 


.day  of  Jc^tj     .  20  *&.  by      X-  C-  J f 


as  Lessor. 


Notary  Public,  State  of  Texas 

Notary's  name  (printed):        fcJ<=^  id** 
Notary's  commission  expires:     / "  ^  <Z>lC?  


4 


Description  of  Property 

Attached  to  and  made  part  of  that  certain  Oil  and  Gas  Lease  dated  the  3rd  day  of  July,  2008, 
between  J.C.  Pace  Jr.,  dealing  in  his  sole  and  separate  property,  as  Lessor(s),  and  Four 
Sevens  Energy  Co.,  L.L.C.,  as  Lessee. 

0.669  acres  of  land,  more  or  less,  out  of  the  P.  Pate  Survey  A-1202,  Tarrant  County,  Texas,  further  described  as  follows: 
Lot  4-R,  Block  27,  WESTO  VER  HILLS,  an  Addition  to  the  City  of  Fort  Worth,  Tarrant  County,  Texas. 

Also  commonly  known  as  6308  indian  Creek  Blvd.,  Fort  Worth,  TX.  761 16. 


5 


EXHIBIT  "B" 


Attached  to  and  made  a  part  of  that  certain  Paid-Up  Oil  and  Gas  Lease  (No  Surface  Use)  dated  the  3rd 
day  of  July,  2008,  by  and  between  J.C.  Pace  Jr.,  as  Lessor,  and  FOUR  SEVENS  ENERGY  CO,, 
LLC,  as  Lessee. 

liL  Addendum  Provision  Govern:  The  foregoing  Addendum  and  the  provisions  of  the  Addendum  shall  supersede  and  govern  the  provisions  of  the  lease,  wherever  those 
provisions  are  in  conflict  with  the  Addendum.  This  lease,  including  the  Addendum,  shall  inure  to  the  benefit  of,  and  be  binding  upon  the  parties  hereto  and  other 
respective  heirs,  representatives,  successors  and  assigns. 

¥L  Limited  to  Hydrocarbons:  It  is  also  expressly  understood  that  this  lease  covers  only  Oil,  Gas  and  other  hydrocarbon  substances,  including 
sulfur  produced  in  conjunction  therewith,  in  and  under  the  above  described  property,  and  that  accordingly  all  other  associated  substances  and  minerals  are 
excepted  from  the  terms  and  provisions  of  this  lease  and  reserved  to  Lessor. 

20.  Royalty:  It  is  agreed  and  understood  that  Lessor's  royalty  interest  will  never  be  charged  with  any  part  of  Lessee's  direct  cost  of  producing,  storing, 
separating,  dehydrating,  compressing,  transporting  (excluding  common  carrier  tariffs  if  the  sales  price  is  a  market  value  price  at  a  delivery  point  significantly  removed 
from  the  wellhead.)  It  is  agreed  between  the  Lessor  and  Lessee,  that,  notwithstanding  any  language  to  the  contrary,  all  oil,  gas  or  other  proceeds  accruing  to  the  Lessor 
under  this  lease  or  by  state  law  shall  be  without  deduction  for  the  cost  of  producing,  gathering,  storing,  separating,  treating,  dehydrating,  compressing,  processing, 
transporting,  and  marketing  the  oil,  gas  and  other  products  produced  hereunder  to  transform  the  product  into  marketable  form;  however,  any  such  costs  which  result  in 
enhancing  the  value  of  the  marketable  oil,  gas  or  other  products  to  receive  a  better  price  may  be  deducted  from  Lessor's  share  of  production  so  long  as  they  are 
based  Lessee's  actual  cost  of  such  enhancements.  However,  in  no  event  shall  Lessor  receive  a  price  that  is  less  than,  or  more  dian,  the  price  received  by 
Lessee. 

2L  Royalty  Due:  Accounting  and  payment  to  Lessor  of  royalties  from  the  production  of  oil  and  gas  herein  provided  shall  commence  no  later  than  One  Hundred 
Twenty  (120)  days  after  the  date  of  first  production  as  pursuant  to  Section  91.402;  Subchapter  J.  "Payment  for  Proceeds  of  Sale"  of  Texas  Natural 
Resource  Code,  Oil  and  Gas.  First  production  for  a  gas  well  shall  be  defined  as  the  date  of  sale  of  gas  and  for  an  oil  well  the  date  oil  is  first 
produced,  other  than  for  testing  purposes.  Thereafter  unless  otherwise  specifically  provided  herein,  all  accountings  and  payments  of  royalties  shall  be  made  on 
or  before  the  last  day  of  the  second  calendar  month  following  the  calendar  month  in  which  the  production  occurred.  Unless  otherwise  herein  expressly  provided, 
any  royalties  or  other  payments  provided  for  in  this  lease  which  are  suspended  or  not  paid  to  Lessor  within  the  time  period  specified  therefore  shall  accrue 
interest  at  the  rate  of  twelve  percent  (12%)  per  annum,  from  the  due  date  until  paid,  Acceptance  by  Lessor,  its  successors,  agents  or  assigns  of  royalties  which 
are  past  due  shall  not  act  as  a  waiver  or  estoppel  of  its  right  to  receive  or  recover  any  and  all  interest  due  thereon  under  the  provisions  hereof,  unless  the  written 
acceptance  or  acknowledgment  by  Lessor  to  Lessee  expressly  so  provides.  Any  tender  or  payment  to  Lessor  of  a  sum  less  than  the  total  amount  due  to  Lessor 
hereunder  which  is  made  or  intended  to  be  made  as  an  offer  of  settlement  or  accord  by  or  on  behalf  of  Lessee,  its  agents,  successors  or  assigns,  must  be  accompanied  by 
a  Notice, 

22;     Shut-In  Royalty  Clause  Limitation:  Notwithstanding  any  provision  contained  herein  to  the  contrary,  after  the  end  of  the  Primary  Term,  this  lease  may  not  be 
maintained  solely  by  reason  of  the  shut-in  royalty  payments,  as  provided  heretofore,  for  any  one  shut-in  period  of  more  than  two  (2)  years. 

21l  Vertical  Severance:  After  the  expiration  of  the  primary  term  of  this  lease,  or  after  cessation  of  continuous  development  as  provided  herein, 
whichever  occurs  last,  this  lease  shall  terminate  as  to  all  depths  lying  below  100  feet  below  the  stratigraphic  equivalent  of  the  deepest  depth  for  which  production 
casing  has  been  set  by  Lessee  on  the  above  described  premises  or  upon  land  with  which  these  lands  may  be  pooled  for  production. 

Horizontal  Severance:  At  the  expiration  of  the  Primary  Term,  all  acres  of  land  not  then  included  in  a  producing  proration  unit  consisting  of  land  approved  for 
said  well  by  the  State  of  Texas  Railroad  Commission  or  other  governmental  regulatory  body  or  competent  jurisdiction,  shall  be  released  by 
Lessee  and  a  release  filed  of  record  in  the  county  where  the  property  is  located  and  a  copy  furnished  to  Lessor. 

25^  No  Warranty  of  Title:  This  Lease  is  given  subject  to  all  mineral  reservations  of  record.  Lessor  warrants  that  Lessor  is  the  owner  of  the  Land, 
but  does  not  warrant  title  to  minerals.  Lessee  is  relying  upon  its  own  title  search, 

26^       Hold  Harmless:  Lessee  shall  indemnify  and  hold  Lessor  hannless  from  and  against  any  and  all   claims,   actions,   liability,  loss, 
damage  or  expense  of  every  kind  and  nature,  including,  but  not  limited  to  reasonable  attorney's  fees  and  costs,  for  damage  to 
property  including  environmental  damage  to  surface  properties  and  underground  water  of  any  person,  firm  or  corporation  or  for  injury  to  or  death  of  any  person, 
including,  but  not  limited  to,  the  employees  of  Lessee,  its  successors,  assigns,  contractors  or  subcontractors,  which  may,  in  whole  or  in  part,  be  caused  by  or  arise  out  of 
operations  conducted  hereunder  or  the  enjoyment  of  this  lease  or  the  exercise  of  any  right  granted  hereunder  or  any  obligation  imposed  hereby. 


Record  &  Return  to: 
Chesapeake  Operating,  Inc 
P.O.  Box  18496 
Oklahoma  City,  OK  73i54 


